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HINGERIAN HEAVY TUDUSTRY TK THE THRER -VEAR PLAN

Janos Sebestyen

The present outeut of ced sy iviustry is Ligner than it was before the war.
In the last year of tn <7 plan Lie futput 1s to be 170 percent that of
the last year %efos- *x' SeYe Theooutpat of Himgardian heavy industry in the third
plan year should terai & 1ihitn Torints av curreat values, f.e.; 51.7 percent
more than in the fir:e i#.3 pircent more “Lon in the second plan
year. Iu th2 iron and thz increase shruld be 43.0 percent com-
pared tc the fir.sy pis zeriag industry, 8.6 percent; and in
the consumers ™ 2ood: 1n

o 18 cutpat of the engineering industry,
while the deveicpmen® ¢ :al industry is to be slower. Tnis fact
may give rise %o many lirficuities. Ty 1948, only 52 percent cf the output of
the iren and steel 1adustry was us5=3 for further processing in the engineering
industry, while 49 psrozn, ’\f *ue cutput was used without further changes (rails,
sections used in the “uilding isdustry, etc.), elther on the home or the export
market. Raw-material re %o bs anticipated in the engineering irdas-
try if expsnsion of tx ry will pot be accompanied by a gquicker develop-

ment in the iron arni steel iniusscy,

The main emphasi:

Therd are sericus 1.ffi-uities to be overcome, as it usually tekes a long
time to carry cu t Y2k invesiments in the iron and steel industry. Also,
the cost of plant capital Tor a givan percentage of increased output 1s much
higher in the iron ans steel industry than in any other irdrstry, It is also
more difficult to cbtain & slzesble increase 1n production in the 1ron and steel
industry by reorganization of the productics and small-scale investments than,
for instance, in some branctes cf the engiceering industry. I% is, therefore, i
of utmost importance from the viewposint of preparatory work to the Five-Year 1
Plan to estimate correctly the reguired output of the iron and steel industry :
and to determine the necessary capital (nvestment.
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The results of capital investuwents mede in 1948 in the Ozd and Diosgylr iron
and steel works are already noticeable in the output figures. After completion
of the two ore-preparation and agglomeration plants, the production of pig iron
wvill be more economical owing to reduced coke consumption, It will be possible
to utilize pulverized ore and, owing to more uniform size of the ore, the blast-
furnace process will be quicker. It will be possible to increase the output by
10 to 12 percent. Tte twelfth open-hearth furnace,at Ozd and the new, large
open-hearth and mixing furnaces at Diosgycr, which will be ready this year, will
result 1o full utilization of the rolling-mill capacity. Except for a few roll
sets, vhich were overlcaded, the rolling-mill capacity could not be fully utilized
owing to insufficient outpun of the steel plants. It i1s now necessary to ascer-
tain Whether -pere 15 aoy hidden rclling-mill capacity which camnot be utilized
at present, cwing %o bad layous, inadequate furnmace capeciiy, oF other factors.

The iargest relasvive incrsa:: of production will be at Divsgy;r, because it
rece.ved most of tne new capitai asd also because other pliants, particulariy the
Matyas Rakos: Works, were quicker ir iacreasing thelr outpug, to *' 2 maximum plant
capacity. In she first year of the three-year pien, Diosgyor prc. =ed only 460
tons of stee. castings & montn, whille the preseat output 1s double that figure
and is to be increased to 1,000 tons 2 month by the end of 194G, It is diffi-
cult to increase the outpub in the Maunyas Rakosi Works, because, in the tube mills
for instance, the production was higrer than prevar or at any time during the war,
and the percentage of high-juality tubes 13 larger than it was before, despite
the fact that the plant is obsolets and the Wworking conditions are anfavorable.

The shortage 17 steel plate has ceassd, nucept for a few special types, e.8.,
transformer end dynmaac plates walch are still in snort supplv. In 1949, the
planned output of transformer plates is to be double the output oi the
first plan year. Introiurtion of better material and of a lukewarm rolling proc-
ess made possibis production of betler-guality transiormer plates, but an effort
must¢ be made to ensure & yeariy producticn of 2,500 tons of transformer plat.s
by learning the modera metheds of other countries.

The Zagyvarona fervosiiicon : r_ whichk was placed in operatiun last year,
has considerably improved the suppiv of ferrosilicon. Thaie year, ivs production
will be about 3,400 rone, i.e., zbtout 2,200 tens cf pure silicon. An even greater
quantity is needed by tne developing steelworks, and it is uvrgently recessary to
increase production oY nhese all~ys, The Zagyvarona plant is unfavorably situated
from the geographizal standpoinl, besause 1t 1s neces:sary Lo relond twice both
the raw materials and the finfshed preducts. Originally, che plant was built at
Zagyvarona becauss surplus power vas aviltable there but this is no longer the
case, and it will be necessary w0 bulld neW Works for ferrosilicsn prouuction
nzarer to lne guartz deposits, the sources of power supply, and the processing
industries. It 1s likely that the sites for the new plant will be chosen near
Toka} aud Satorughely.

Ferromangar=se 1s =t1ll being produced at Ozd, but increasing production of
raw steel requires au increase 1n plg 1rcn preduction, and the whole production
capacity wili be segquired for this purpose by next year.

It is therefore nesessary to build the prop sed ferromanganese plant and
tc modernize the manganesz-ore mines at Urkut. .roducticu, with the utilization
of coal from Komio and Pecs, should bz begun neat year.

ron-ore mining has not increased since the first plan year, because only
very limited juantities of tnese ores can be utilized owing to their poor iron
content. To reduce the dependence of the country on fcreign iron ores, pros-
pecting for new deposits in Hungary will be intensified considerably this year.
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MAVAG (Steel and Iron Works of the Hungarian State Railiroads) could produce
congiderably more locomotives and the Matyas Rakosi Works would be able to produce
considerably more machine tools if their requirements of ircn and steel castings
could be satisfied fully. The Hungarian foundries are still operated with very
obsolete methods and equipment, and not one of them is fully up to date in regard
to equipment, sand technigue, and mechanical handling of the materials. The Hun-
garien steel-fondry engineers are shy about introducing iarge-scale applicatiocn
of castirg in ;-2en sand moulds, although foreign practice proves that such meth-
ods are essential for high output figures., Synthetic sands are not manufactured
cr used in Hungary, and in many Hungarian foumdries sand analysis also appears
10 be unkrown.

For these reasons, tne total rebuilding of the Hofherr Schrantz and Matyas
Rakosi i1ron foundries hzs bezn started already, and the total rebuilding, mechani-
zation, and mcdermizaticn of the MAVAG steel foundries has alszo tegun, 3Sulse-
gquently, simiiar work wiil be carried out in the second half of this y=ar at the
Diosgyor iron and steel foundries and the Ganz steel foundry. Troduction of
steel castings, planmed at 26,100 tous £or 1949, will be increased to 35,000 tons
a year after completion of the above-mentioned rebuilding and re-equipment on
equal floor space. Modernization 15 also to be introduced in cleaning the cast-
ings. The anticipated increass of output in iron foundries is similar to that
of the steel foundries.

MAVAG and Ganz will start comblned production of the new type of the GANZ-
KANDO single-phase, 50-cycles-per-second locomotives. The first of a series of
large diesel-electric trains, which are to be supplied to the USSR, is also to
be ready thig summer. In 16hg, the cutput of railroad cars is to be 60 percent
larger than in the first plan year, and more passenger cars are 0 be built this
year than in any previous year. Tuis year, the output of the Ganz Shipyards will
increase by 40 percen%, but the full effect of the capital investments will be
felt only next year, because the new buildings are not expected to be ready until
autumn.

Many cherges will occur in the manufacture of cranes. lifting gear, and
other mechanicel equipment. At present, specialization is being carried cut, and
the for.ation of a common crane-planning office is also in progress. MAVAG will
start large-scale preduct.on of steam-povered railrosd cranes and 1t will have
the only plent ir. Central Europe for such large-scale manufacture. Electric-
and internal-combustion-enginesd cars will also be manufactured there.

In 194G, power output i: also to be increased considerably. In the sp~lag
of 1949, a high-pressure power-generation unit will be put into operation in the
Matyas Rakosi Works, znd, during the summer, another one will be put into opera-
tion in a site on the Matra Mountain., The production of the plant required for
the Hungerian pover-supply-expansion program (about 300,000 kilowatts' total
capacity) will also be started this year. Large export commitments also will
meke it necessary to reorganize completely some branches of production, e.g.,
that of steam turbines.

Heavy tasks are ahead in the machine-tool industry, and 1t is urgently nec-
essary to introduce production of modern turret lathes, horizontal boring mills,
planers, griuding machines, stc. it is necessary to increase the production of
the machine-tocl industry to a value of 4C0 million forints a vear, at least.

The new building for diesel-engine manufacture in the Ganz Works is %c be
ready in the summer, and i% is anticipated that in L1549, its production of diesel
engines will be more than double the 1948 output. The production of large com-
Eéessors (piston type) and pumps will be stepped up considerably this year.

rge export orders have to be satisfied, particularly compressors.

[
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This year, the Hofherr Works are to produce over 2,500 tractors of the semi-
diesel type. A suitable quantity of agricultural implements for these tractors
will be produced by other Hungarian factories. The first series of the new type
Hungarian tractor will be given practical tests this year. For the purpcse of
economic praduction and spare-psrt supply, it is to be equipped with diesel
engines of the same type as those used in Hungarian busses and trucks.

This year, the productior in the Ganz Electrical Work is to be stepved up
by 155 percent, since demand for electrical machinery for home and foreign mar-
kets is falrly large.

The capital investment :n Hurgarian heavy industry, for the pericd of the
three-year plan, amounts to about 500 million toriuts, of which about 160 mil
lion forints will bz allotted to the iron and staal industry. The distrib.tion
of these iuvestments 1: as foll 35.5 & llicn lorints for ore preparation
(agglomeration) and pig-iren produstiion; 2& million forints for increasing the
production of raw steel; L% million for ro:ling-mill piants; 3! million forints
for tube-manufacturing plants; 7 million for ferging workshops; 23 millien for
iron foundries; and 26 millicn forints for steel foundries.

Otner capital fnveswments are for the industry producing means cf transport
(locomotives, cars, saips, buses, srucks), 63 million forints; electrical machin-
ery ‘adustry, 22 million tecriats; either angineering industries, 70 million
forints; completicn of the Matyas Rakosi hich-pressure power-generating station,
21 million forints; industrial water supply, canalization, and factory-road
improvements, 9.5 miilion forints; and builiing of storage facilities, 17 mil-
lion forints. Ab~ut 7 percent <f these investments will be spent in Hungary
and about 2i percent gatrcaa, mostiy on machinery and equipment.

Of the total expenditure of SO0 n n Ceriavs, abzut 100 million will be
spent on industrial bLuildings, 225 mi wn torints on machinery and plants, 4%
million on means of transportation and harical handling equipment, 2b million
on industriai health projects, and 15 miilion un varicus improvements aimed at
reducing industrial power consumption. In 1Q47, the power ¢osts scccunted for
13 percent .f the value of the produted goodis. They are ouly 8 percent at present,
despite the fact trat the rost 50 conl and esectricit) ras gone up ia the meantime.

In the first pian year, toe COs% of nuiidirg amounted to about half the
value of the capital investmeur:. but b present, building costs emount to less
then one third of the capita. irvestments. Esxpeniitures ©or machinery and equip-
ment have, however, increasad conziderably, and 1t 1s 1utanizd to replace this
year a large part of the obsolete machine too.s wnich are still in use, This
year, a total of 7C millicn forints i: %o be spent for this purpose. It will
algo be possible to carry cut work on buliding storage space, improving indus-
trially important roads, canalization, and industrial water supply, which had to
be delayed owi g to financial difficulties,

[ ]

At present, sore of the moust impertant capital investments being carried

out are as folliows:

) (A 0zd,) the most important part of the investments is being spent on the
completion of the Greenewald ore-sgglomeration plant, ar adjacent ore-grading
plant, and an ore-transporting railrcad line which will cuanect the two plants.
In addition to reduction of the coke consumption in the blast-furnace plant, the
internal-transport system of 0zd will be relieved of its overload. The bulk of
the ore will be stored outside the factory, near the o:c-grading plant, and from
there; the graded ore 1li be transported in suitable guantities into bunkers,
while the pulverized ore will be supplied to the ore-aggls «ration plant.
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At Borsonad, experiments are being continued in the production of trans-
former sheets of better quality. Large-scale investments will not be carried
out here for the time being, because a new combine for production of thin sheets
will be built during the Five-Year Plan, This factory will then be required for
other special work, and investments wiil be made there only during the Five-Year
Plan period.

At Salgotarjan will be concentrated tkLe manufacture of steel products which
are made of semifinished rolled sections by various cold-shaping processes, e.g.,
iron ard cteel wire, nails, bars, cold-rolled strips, ety. The manufacture of
agricultural implements will continue there. The Diosgyor wire-drawing plant
and the Csepel nail-manufacturing plert will be moved to Salgotarjan this year.

The largest amount of money will egain te spent on Diosgygr. The counstruc-
tion of mew, large building: and reduilding of some of the existing ones, which
vas started lestv year, will be continued this y2ar. Most important - 're is the
building and equipment of an Sre-brick plant which has been planned ey the Heavy
Industry Planning Office. The open-nearth piant will be eniarged by a new 80-
ton Maerz furnace, & 250-ton circuiar mixer, and the appropriate cranes. After
these very modern furnazes will be in operanion, the succeszive rebuilding of
t1e obsolete furnaces will be started.

At least five or six of the sight furnaces in use at Diosgyar will be
rebuilt with radex or miagonite bricks. It 15 aaticipatsd that this will result
in & furtler increase of the output of iiquid steel by 15-20 percent. This work
will be carried out in one te L% years. The sxpansion of the iroa and steel
foundries will also be completsd this year., and then their total or partlal mech-
anization will be carrield out. The forging shops at Dicsgyor are the largest in
Hungary. The requirements of the Fivz-Year Plan were taken intoc consideration
when they were puilt,

In the Matyas kukosi Works, the sxpansion of the tube-mill capacivy repre-
sents the largest investment expendivure. The buildings will be enlarged con-
siderably and & new set of rclling standc will be installed for the production
of large-diameter tubes. Th2 tubs capaclity of the plant will then be 60,000
tons a year, and the new tube sctands will prodiacs: tubes wilclt are most needed &.
present, i.e., tubes of largs dinmen:icons tor 01l borings. These tubes are in
demand for te hawe narket a2 wall o for the oxpirt market  Loasiaerable expansion
work is being -arried cur ir the Matya: hak Works 1ron foundry, and & new
plart is tc start operat.on by the eud of this sumprer: it will be the most
modern fcundry in the couatry for machine-voel castings nnd will eliminate
entirely the shortage of such castings :a Hungary.

A large part of the investments to be made in the machire-manufacturing
industry will be spent on the Gsnz Works. 'The repuilding of the structures
destroyed during the war will be completed this year. The oud, obsolete build-
ings will be replaced new, modern ones with wmodern equipment. Practicslly all
the buildings of the old GJanz Wagon Factory will be new. Among cthers, the
diesel-engine shop acd the steel foundry are also being buiit answ. It is antic-
ipated that a large . crease in production will result from this work as early
as the second half of this year. The new shipyard building and its equipment
will also be completed, and then 1t will be possible to start demeclishing the
old buildings. Ir the Ganz Electricel Works, the turbogenerator assemu”~ hall
and the warehouses will be completed.

Rebuildins; of the Magyar VWagon es Gep yar {Hungarian Wagon and Machine Works)

is almost completed, except for the aircraft seccion. The plauts will be merged
with MAVAG and will produce steam-operated cranes, mechanical material-handling

trucks, etc.
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Investments in MAVAG are mainly intended to eliminate the numerous obsolete,
40-year o0ld or older macaine tools still in use there.

Of the money tc bte devoted to indusvrial healtn projects, 24 million furints
will be spent on the following: washing and dressing facilities in the Matyas
Rakosi Works, the Lang Works, the Ganz Shipyards, Magyar Waggon es Gepyar, steel-
works and heavy rolling mills at Dicsgyor, steelworks at Ozd, etc.

In addition to the above investment plan, 100 million forints are available
for plant renovations.

K
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The 1949 production of Hungariar neavy industry wilil represent about 4,1 .0
million forints. Of this total. 15.5 percent will be exported, about i5.5 per-
cent will be delivered as reparations, 17 percent will be required by the plants
themse!ves, and $& percent will be availasble for the Hungarian economy. The
export and reparations demands are primarily for heavy machinery; in fact, 41
percent of the machinery output (representing 2,110,000,000 forints a year) .
will be used for export and reparations.

Long-term agreements have either been concluded or are bteing negotiated
with the following -zountries. USSK, Feland, Bulgaria, ete., and also Argentina,
Heavy machinery bas piayed a primary paerv in all these agreements, particularly
in the case of the USSR, These reguirenents led wo the production of entirely
nevw lines of jeavy machinery, e.g., the prev.ously mentioned stean-operated
railroad cranes. Mechaai-zal material-handling trucks, locomobiles, and exca-
vatars weighing L30 tons each will also he preduced shortly.

In 1946, Hungarian Leavy irdustry operated at a deficit af 40 million fo-
rints. Results have lmproved considerably In the meantime, and this industry is
to have a prorit of at leget 40o million forints in 1949, The financial posi-
tion is most difficult 14 the iror aml steel industry. due partly to the lack
of raw materials which have to be purchased abroad an: partly to the obsolete
equipment in use. Tnis 2quipment ¢ould not be replaced adequately despite the
large investments made during tie throe-year plan.

Despite this difficalt situsrlon, it 1s anticipated that the {ron smd asteel
industry will show a Profis this yeur and centribute about 100 million forints
in profits to the national BiOnOmy.  Te reduce production costs still further,
it is intended to introduce whe Sgviet iyiten of accounting in large and small
operating units and the brigajes.

In addition to the akova -mertioned experditures, 130 millicn forints will
be put aside as a reserve ror later and much larger investments w-ich are
envisaged for the pericd of the Five-Tear Pian,

The principal political and econcmical aims of the Five-Year Plan are as
follows:

1. Develoy neavy fodustry sufficiently to ensure the requirements of other
industries, e.g., large-scaie mechanization of agriculture, extension of the
power supply, improvement of the transportation system, development of the min-
ing industry, increase of exports to friendly and urderdeveloped countries, and
to ensure the maximum strategic independence of the country.

2. Expand home production of rav material for the heavy industry.

3. Improve the production structure of the industry so that types of goods
are produced which ars justified and can be mamufactured at reasonable prices,
i.e., heavy equipment which 1is proijuced in smalil series in most countriss (e=g.,
locomotives and produzta whish require relatively little machinery, etc.).

—_—
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L. Put the country on its feet in regard to design and technical develop-
ment., At preseut, Hungary is at least 10-15 years behind other countries and
this gap 1s to be bridged by the purchase of foreign manufacturing licenses,
information on foreign experience. samples, and training of designers.

5. During the Five-Year Plan, production costs must be reduced by 20-25
percent under the present level. At present, the production coests in Hungary
are 30-35 percent above world prices, and the produced goods can be sold on the
world markets only at a price about 25 percent under production costs.

The mos* important bottlemecks anticipated during the Five-Year Plan are
quality rolled products, steel and iron castings, particularly high-grade &nd
machine-tcol castvings; large forgings; obsolescence and lack of the machine
tools (horizontal boring mills. large planing machines, nmcdern automatic machines,
ete.); insufficient rumber of skilied parsonnel (designers, metallurgists,
research engineers, etc), and diffirulvies in obtaining certain supplies from
abroad (ball Yearings. hewvy rnoaferrcus metals, ferroalloys, machine tools, and,
frequently, basic materials for the heavy industry).

During the Five.Year Plan, !t 15 invznd=3 to zlose down small firms and to
concentrate their productico in medium-:sized factories with 500-1,000 employees.
It iz alsc iuntended to disrontinue the manfacture of various products ir the
exlsting large factories, if these projucts can be manufactured in medium-sized
plants and are a hivarance to the sreciailied large-scale production of goods for
which the large faitory is maialy suited 1n addition to the existing medium-
sized factories, about 1C-1% new plants arse to be hutlt, each having a useful
floor space of % ,000-6,000 vquare meters.

cznt of the macnine tocls in use 1n
80 perc-nt are obsolescent, and many
¢ the ai. wo the Five-Year Plan to reverse
Tactorize in Ceschoslovakia, Italy, Sweden,
England, and Austria and found than the percentage of obsolescent machine tocls
is never above 0 percent aond, Manv oiares considerably lower. It will
therefore be reczssary te replacs about 5000 -, 0 machine tools. Tw addition,
new machine tocis Will alsc be nesessar; vl stepplag un the productive capacity.

According ro sratlsztils, abou
Bungarian industry are modern, whiid
of these ure fir only. for s-rag.
this retio. {ne autper nas vis1vwe

P}

To improve producticn m-thods mors attentlon must be given to modern .
plann. -7 and to tetter tools Jigs, end measuring instruments. .

Great emphasis Js la:d on the unprovement of meohanical handiing of the
materials and the extended wse of conveyer belts which will determine the speed
of production in a given section.

Butlding work in Hungary 1s still too expensive and the designs are too
- heavy. Industrial buildings in Eagland aud Germany are much lighter. Since
building costs represent 30-50 perceat of the total investments, it is vital to
study the problem cerefully and to develop cheaper designs.

Most difficulties are anticipated in the iron and steel fndustry. In 1949,
the supply of iron and steel to the Hungarian industry will be adequate, but the
position will be difficust tn 1950, If the situation is not handled with suffi-
cient care, there will be serlious supply difficulties in 1951 and 1952. For this,
rrason, expansion of the iron and steel industry will be the most important task
in the Five-Yeer Pian. Work on the Mohacs combine /which, according to reports inm
the emigre press, has been abandoned in favor of the new stesl plant at Dunapentele
will be started this year; the combine should be ready in 1952, This combine is
to produce 250,000 tons of rolled-steel goods a year and will use Hungarian coke.
To relieve the steel shortage until this combine 15 in operation, expansion of
some of the existing plants must be started this year. The building of the Urkut
ferromanganese works and preparations for the building of & nevw ferrosilicon plant

wust also be started this year.

-END -
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